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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463
May 21, 2014

MEMORANDUM
To: The Commission

Through: Alec Palmer
Staff Director

From: Patricia C. Orrock -MLPC,O

Chief Compliance Officer

Thomas E. Hintermistef™ vix
Assistant Staff Director
Audit Division

Alex Boniewicz
Audit Manager
Marty Favin ﬂ/y@:

Audit Manager
By: Robert MorcomGAV
Lead Auditor

Subject: Audit Division Recommendation Memorandum on the Committee on
Arrangements for the 2012 Republican National Convention (COA)

Pursuant to Commission Directive No. 70 (FEC Directive on Processing Audit Reports),
the Audit staff presents its recommendations below and discusses the findings in the
attached Draft Final Audit Report (DFAR). The Office of General Counsel has reviewed
this memorandum and concurs with the recommendations.

Finding 1. Net Outstanding Convention Expenses (NOCE)

In response to the Preliminary Audit Report, COA did not dispute the amount
repayable to the United States Treasury of $670,769 as of October 31, 2013 and
provided an updated NOCE. The revised NOCE prepared by the Audit staff and
presented in the DFAR reflected an amount of unspent funds of $701,106 as of
February 28, 2014. COA provided no additional comments conceming the revised
NOCE in its response to the DFAR, however; COA provided the Audit staff with
an updated NOCE on May 2, 2014. Based on the COA’s calculations on the latest
NOCE, the Audit staff revised the amount of unspent funds to be $679,623 as of
April 30, 2014.
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The Audit staff recommends that the Commlssmn find that the remaining portion
of unspent funds as of April 30, 2014, $679, 623 is repayable to the United States
Treasury.

Finding 2. Failure to Itemize Debts

In response to the Preliminary Audit Report, COA filed amended reports which
materially itemized debts and obligations of $272,085 to four vendors. In addition,
COA stated that it disagreed with the basis for the finding but provided no further
explanation. COA provided no additional comments in its response to the DFAR.

The Audit staff recommends that the Commission find that the COA failed to
disclose debts and obligations of $272,085 in its reports.

The Committee did not request an audit hearing.

If this memorandum is approved, a Proposed Final Audit Report will be prepared within
30 days of the Commission’s vote.

In case of an objection, Directive No. 70 states that the Audit Division Recommendation
Memorandum will be placed on the next regularly scheduled open session agenda.

Documents related to this audit report can be viewed in the Voting Ballot Matters folder.
Should you have any questions, please contact Robert Morcomb or Alex Boniewicz at
694-1200.
Attachment:
- Draft Final Audit Report of the Audit Division on the Committee on Arrangements
for the 2012 Republican National Convention

cc: Office of General Counsel

’

! Estimated winding down cost will be compared to actual winding down cost and adjusted accordingly.



Draft Final Audit Report of the
Audit Division on the Committee
on Arrangements for the 2012
Republican National Convention

(June 22, 2010 - Februar128, 2014)

Why the Audit About the Commi
Was Done The Committee on Argdfements for the 2012 Republican
Federal law requires the National Conventigu#(@®%) was responsible for the day-to-day

Commission to audit the arrangements ang. opération. of the Republican Presidential
national committee of a nomination coavention. COA'ls headquartered in Washington,
party who receives DC. For rixe information, see chut o the Committee
payments for presidential Organizat'v. 1. 2.
nominating conventions.' - :
The audit examines the E:i nancial Activity (p. 2) ‘i%
receipt and use of Federal . féeeipts )
funds and whether the ~ P a{:’e: al Funds $ 18,248,300
committee otherwise &%Lo %\_ o, 1,000,000
complied with the i@ fsets l')( onvemien 998,957
limitations, prohibjtion o
and disclosure % $ 20,247,257
requirements of thexs. i
election law %&% ,sé.%z Dlshursemu. nts

R 3 i Expenditures $ 17,789,385
Fu%5 ¥e"Acticn o EoaiRepayments 1,000,000
Thgt ., iShuirsements . $18,789,385
initidtéAn enforcemen: & %%
action, 3L dlater time, p ) f?:ag;_

with respect{g.any of the %;
matters dlscusé%g i“ this %‘ f‘indings and Recommendations (p. 3)

Net Outstanding Convention Expenses (Finding 1)
Failure to Itemize Debts (Finding 2)

report.

! 26 U.S.C. §95008(g).



‘Draft Final Audit Report of the
Audit Division on the Committee
on Arrangements for the 2012
Republican National Convention

(June 22, 2010 - Febtuary 28, 2014)
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Part 1
Background

Authority for Audit

This report is based on an audit of the Committee on Arrangements for the 2012
Republican National Convention (COA), undertaken by the Audit Division of the Federal
Election Commission (the Commission) as mandated by Section 9008(g) of Title 26 of
the United States Code. That section directs the Commission to conduct an examination
and audit of the payments for presidential nominating corm:nt,ions no later than
December 31 of the calendar year in which the preside:.*i... ncminating convention

involved is held. ‘%

Scope of Audit

This audit examined: .
the disclosure of receipts and loans; ¢
the disclosure of disbursements, debts ar:d (mllgatlons N
the recordkeeping process and completeness:
the consistency between repgited figures and B
the accuracy of the Statement’bf‘Ngt Qutstanding =oqvent10n Expenses,
the committee’s compliance w:ﬁﬁreqm;;gments concemmg expenditures for
convention expenses; and iy S,

-k.. x
N
7. other commlttee gperat;ons necessa;y to the review.

:E#;
F

oA WD

Inventory é "
The Audit staff rouﬁn?ly condyet

0 of committee records before it begins the
audit flqldwp_ ke COA’r’em da Wi ma

plete and the fieldwork began

*n



e ¥ . LR RS - . AN el - Ty, .
- g, | ) VL Ay L. AL 3 ; Ve

Part II
Overview of Committee

Committee Organization

Important Dates . : o
o Date of Registration : June 21, 2010 b
e Audit Coverage _ J L
Headquarters Washili}
Bank Information B
e Bank Depositories AR
o Bank Accounts f&iiThree Accounts
Treasurer i,
e Treasurer When Audit Was Conducted \nthony Patker b
e Treasurer During Period Coverediby Audit 1is Popei6/21/2010 - 4/128
o Anthony Parker 4/13/11 - Present

Management Information el v
e Attended Commission Campaign F oY Yes

Seminar . «;g_m . i '
e Who Handled Accotifi said? A

Recordkeeping Tgs% -

FnQverview o Flnanclal Activity
il ; d:ted@ounts)

Cash-on-haﬁ'ﬂég June22,300h  |% , $0
Receipts Bl ki i
o Federal Funds é‘ o 18,248,300
o Loans Received 4ap,  40fF 1,000,000
o Offsets to Conventloﬂﬁx'ﬁ_mﬂltures 998,957
Total Receipts R $ 20,247,257
Disbursements
o Convention Expenditures 17,789,385
o Loan Repayments 1,000,000
Total Disbursements $ 18,789,385
Cash-on-hand @ December 31, 2012 $ 1,457,872




Part III
Summaries

Findings and Recommendations

Finding 1. Net Outstanding Convention Expenses

COA received $18,248,300 in federal funds to finance the Republican National
Convention. The Statement of Net Outstanding Conventlghfﬁ(penses (NOCE), as
calculated by the Audit staff, shows an amount of unspgfit:fnds of $1,020, 7692, This
amount is repayable to the United States Treasury On .l:.{nc 28, 2013, COA made an
interim repayment of $350,000.

- o "if

In response to the Preliminary Audit Repor® 1w« m--mendatlon Eﬂf .
documentation indicating the remaining cimal assets were of no résid "__ :
updated NOCE through, August 2014. Tl v adjustments have been tglgporated by

. Audit staff into the revised NOCE that reflects agsamount ol unspent fun s of $701,106

as of February 28, 2014. In add%OA did no&di-pute the NOCE calculations

contained in the Preliminary Aud yort kIR

LT
The Audit staff recommends that th%am niss:ion miake a‘&é‘tpnmnatlon that the
remaining portion %f 4fiSPent funds, $
(For more detall O

-u,-

Finding 2. 13’ ure to Itemize Debts
Audit fieldwork foun at COA iled :o repont debts and obligations relating to four
otalE E2$2772.085 on Schedule D (Debts and Obligations).

In re'gg@nse to the Prelipgi &g 4 Report recommendatlon COA filed amended
report§ tp nemlze these bts and obligations. In addition, COA stated that it disagreed

with the Bisis. for the findi# 18tbut proviged no further explanation. (For more detail, see
p.6.)

2 This amount is based on the NOCE as prepared through October 31, 2013.

01.106, 15 repasable tgﬁ@_"’&,Umted States Treasury.

X P
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Part IV
Findings and Recommendations

| Finding 1. Net Outstanding Convention Expenses |

Summary

COA received $18,248,300 in federal funds to finance the Republican National
Convention. The Statement of Net Outstanding Convention, Expenses (NOCE), as
calculated by the Audit staff, shows an amount of unspe:t i. 1 s of $1,020,769°. This

- amount is repayable to the United States Treasury. On Juime 28 2013, COA made an
interim repayment of $350,000.

In response to the Preliminary Audit Report n-a':;n::l:ndation; B2
documentation indicating the remaining capi:al a~sets were of no¥gsid

updated NOCE through, August 2014, ¢ acjustments have beeh incorporated by
Audit staff into the revised NOCE that reflect~ an amount of unspent furils of $701,106,
as of February 28, 2014. In addition COA, dic ne: i <p» . the NOCE calt.lations
contained in thé Preliminary Aucit R\.port

provided
Jidual value and an

The Audit staff recommends that {'ﬂ@ %%% make’ termination that the
remaining portion of unspent funds, ()I 1 %ﬁpayable%me United States Treasury.

i e
Legal Standard %@ '<;f;: S ET
A. Entitlement 01 \ Fﬁ‘h :ﬁ- e national committee of a major party
shall be entitled to pd 11; respect to y presidential nominating convention, in
amounts s that.in tt the ag Ite ok ot exce %,000 000, as adjusted by the Consumer
Price Judex Emohfor th’é,iﬁ_OlZ nominating convention was
$18548:300. 2€’l§f h)jl) & é‘}

B. Re”éﬁ'%ents Any on ol lh%lement that remains unspent after all convention
expenseshgye been paid s be ret to the Secretary of the Treasury. The national
committee okggnvention co 1ttee shall make an interim repayment of unspent funds
based on the fingigial posmﬁ
following the last'dg@sof q}
by the Commission %ﬁ "- hheld for unanticipated contingencies. The interim
repayment shall be mad&to later than 30 calendar days after the end of the ninth month
following the last day of the convention. 11 CFR §9008.12(b)(5).

w nventxon allowing for a reasonable amount as determined

C. Repayment Determination Procedures. The Commission will follow the same
repayment determination procedures, and the committee-has the same rights and
obligations as are provided for repayment determinations involving publicly funded
candidates under 11 CFR 9007.2(c) through (h). 11 CFR §9008.12(c).

3 See footnote #2.



" Facts and Analysis

D. Net Outstanding Campaign Expenses (NOCE). A convention committee shall file,
no later than 60 days after the last day of the convention, a statement of that committee's
"net outstanding convention expenses." This statement must contain, among other things:
¢ The total of all committee assets including cash on hand, amounts owed to the
committee and capital assets listed at their fair market value;
The total of all outstanding obligations for qualified campaign expenses; and
An estimate of necessary winding-down costs. 11 CFR §9008.10(g).

A. Facts P
For the 2012 national conventions, each major politicaltpss

i%

federal funds of $18,248,300 to finance its national@residegtial nominating convention.
The 2012 Republican National Convention enced o Augus G103 22012. COA filed a
Statement of Net Outstanding Convention 1:xpuenses as of Octo pet:

et

staff rev1ewed f'manclal activity through Felm- iry 28, 2014, and est ‘*

i
et
Statement of Net, utsta.ndinﬁ» Con véntion Expenses
S1ofOctober 1472912
rou Febmamzs 2014
o g
Cash in Bank  £%5# s i §2 556,924
Accounts Recenﬁlg‘{? i LI % 1,051.925 []
Total Assets il % 3,608,849
° S: . & ‘%x $3,608,84

Liabilitics ' .
ACE s Payable fé“ﬁ«)u |I|ﬁed§e vention “é%

Expeénses at 10/14/12 N e $1,840,027
Wmdmgﬁ@.wn Costs “Hgi R

Actual (14/15/12 - 2/2811%) $691,866

Estimated ¢ 91/14 8/35{144) 25,850 fb] 717,716
Total Liabilities 5 $2,557.743
Net Qutstanding Conv%éntion Expenses (Surplus) . $1,051,106 [c]
as of October 14, 2012
Less: Interim Repayment made June 28, 2013 350,000
Amount Repayable to the United States Treasury $701.106

{a] This amount includes a pending receivable of $4,182.
[b] Estimated winding down costs will be compared to actual winding down cost and adjusted accordingly.
[c] Due to the estimated winding down cost decreasing, the amount of surplus has increased by $30,337.
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The NOCE as calculated by the Audit staff showed unspent funds of $1,020,769 as of
October 31, 2013. At the exit conference, COA representatives were provided a copy of
the NOCE as calculated by the Audit staff. The Audit staff explained that the amounts
will have subsequent adjustments relating to future financial activity. A COA
representative stated that the amounts are close to their numbers and that COA would be
filing an updated NOCE. Pursuant to 11 CFR §9008.12(b)(5), COA made an interim
repayment of $350,000 to the United States Treasury on June 28, 2013,

B. Preliminary Audit Report & Audit Division Recommendation

The Preliminary Audit Report recommended that COA prom e documentation
demonstrating that either: (a) no repayment of the remaininig:tihspent funds was due; or
(b) a lesser amount was due as repayable to the Unltﬁ_ ; Treasury

-ﬁ- AN

In response to the Preliminary Audit Report '_‘?*e -'mendatlon provided an updated
NOCE through August 2014. COA also pri¥idec documentau;)ri”‘%ﬁgcatmg that capital
assets initially valued at $15,372, as presefit spn the NOCE in the ninary Audit
Report, were of no residual value. These adj nts hayéibeen mcorff ted into the
revised NOCE that reflects an amgunt of unspernitfi:ids ol $701,106, as of™ %Eunry 28,
2014. In addition COA, did not4izEnte the NOC] ulIunI.mons contained in the
Preliminary Audit Report. As a
Treasury is $701,106.

I -8
N #

o

| Finding 2. g ailure t9, Item%ebts

: -ﬁ%m repori debts and obligations relating to four
o chedule‘*@jl)- h:<hd Obligations).

' tiihary Al sReport recommendatlon, COA filed amended
reports t&’ t%cmlze these dbhls and obligations. In addition, COA stated that it disagreed
with the basx;ﬁ;r the findiny but provit ded no further explanation.

Legal Standargy,
A. Continuous Re oRting Required. A political committee must disclose the amount
and nature of outstandil ‘-’ debts and obligations until those debts are extinguished.

"2 U.S.C. §434(b)(8) and 11 CFR §§104. 3(d) and 104.11(a).

B. Separate Schedules. A political committee must file separate schedules for debts
owed by and to the committee with a statement explaining the circumstances and
conditions under which each debt and obligation was incurred or extinguished.

11 CFR §104.11(a).
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C. Itemizing Debts and Obligations.
* Once it has been outstanding 60 days from the date incurred, a debt of $500 or less
must be reported on the next regularly scheduled report.
* A debt exceeding $500 must be disclosed in the report that covers the date on which
the debt was incurred, except reoccurring administrative expenses (such as rent)
shall not be reported as a debt before the payment due date. 11 CFR'§104.11(b).

Facts and Analysis

A. Facts PN

During audit fieldwork, the Audit staff reviewed disburscl'lﬁ“%records and disclosure
reports for proper reporting of debts and obligations using both sampling and a 100
percent review. These reviews identified debts ov% 10 loury endors totaling $272,085
that COA failed to disclose. COA should have ted the on Schedule D of its
disclosure reports that covered the dates on \\Iu..h?the debts wetg%?%urred Specifically,
COA incurred a debt totaling $80,500 on May 22. 2012, owed to €ampaign
Solutions/The Donatelli Group and should#¥e reported the debt on*Sghedule D of its

July 2012 Quarterly report. In addition, coﬁ%ﬁ 1d havgireported on"*s%%ne D of its

October 2012 Quarterly report a de ebt totaling $ 762 ow ol to Mass Rel that was
incurred between August 27 andi§éptember 12 2012.ad icbt totaling $162 owed to

eiztuly 16 and Sc pu.mber 17, 2012, and a debt
totaling $15,012 owed to Vente Ne'f“__r : -:_ as mcu September 10, 2012. The
number of days outstanding for the defits rang ﬁ)‘;@m 43 d 93 days. It should be
noted that COA didgiinfpon any debti ghariny che i ;ﬁ\l m

2

B. Prehminaryﬁ% Report & Audlt I)msmn Recom

o
T

!.‘-'h

endation

The Audit staff discu the re?f)rtmg of deBi$;and obligations with COA

represent: nd proVided \(h%@t\ detailingghe transactions requiring disclosure.
cpie es had 1 comment on this niagler. In response to the exit conference,

ifote that 1t- didde gecd w ulgthe basis for a-finding that it failed to itemize debts.

CG‘ :
CO: &teted that it pr invoices followmg a diligent internal review process
in whléﬁ?gi; invoices we a;-% e v1ew accuracy, legitimacy, approved by the

el

deSIgnated 1ttee p Anel and xfinguished during the subsequent reporting period.

le amended Schedules D, to disclose the four items

Nevertheless: % agreed @ F\

identified by thezAudit staff

"%f; *!,_p: 3."
The Preliminary Au%k "é”rt recommended that absent documentation demonstrating
that these expenditures did not require reporting on Schedule D, COA amend its
disclosure reports to properly disclose these debts.

C. Committee Response to Preliminary Audit Report

In response to the Preliminary Audit Report recommendation, COA filed amended
Schedules D to itemize these debts and obligations. In addition, COA stated that it
disagreed with the basis for the finding but provided no further explanation.



